Abstract: This paper compares and contrasts the thinking of Keynes and Geoffrey Ingham, focussing mainly on The General Theory and Ingham's The Nature of Money (2004). Two points in particular are addressed: first, the relevance of Ingham's insistence (following Keynes, among others) on the primacy of money of account to an understanding of Keynes's own insistence that income is intrinsically monetary and upon the importance of the wage unit as an analytical tool; and second, the subtle contrast between Keynes and Ingham in their understandings of the source of interest as a genuinely monetary and not a 'real' phenomenon. Where Keynes identifies uncertainty as the source of interest within a methodologically individualistic framework of analysis, Ingham offers a sociological case in terms of the struggle between the debtor and creditor interests that inevitably emerge as a result of the creation of bank money under capitalism. Taking both points together, Ingham's work not only underpins the crucial distinction between money and 'real' wages for the theory of employment but also develops Keynes's recognition of the potential opposition between the interests of finance and industry.
Ultimately the unit of account is defined in Chartalist terms, by relation to whatever thing the state will accept in payment of taxes, something which includes debts of the state itself contracted in that unit of account.
Ingham's understanding of the nature of money clearly owes a great deal to Keynes's thought in A Treatise on Money (Keynes, 1930) . The first connection to be made with Keynes's later work, The General Theory, is that income, like money itself, is also a matter of contract for money value. This does not mean that income is a flow of money, even if that is how most of us as individuals experience it. On the contrary, it is vital that income be understood as the value of output. Yet a great deal hangs on what we mean by 'value' and 'output'. Despite
Keynes devoting 38 pages (nearly 10% of The General Theory) to the problem of defining income and its relation to saving and investment (G.T. pp. 37-40, 52-85), Hansen states:
'The section on Income is of no great importance for an understanding of The General Theory and may quite well be omitted if the student so wishes.' (Hansen, 1953, p. 54 The idea that interest is the price that clears the market for loanable funds can only make sense in a non-monetary, corn model with a single form of homogeneous output that can be consumed, stored (saved) or planted (invested). Corn can also be borrowed at interest, an exchange of future corn for present. After harvest there is a certain quantity of corn in the granaries. Farmers demand corn for investment in planting seed including wages for the next season. The corn wage is determined in the labour market so that all available workers are employed if they are willing to accept their marginal product. The distribution of the existing stock of corn need not correspond to the farmers' investment requirements so that there is a demand for loans of corn. Similarly some people may wish to consume in excess of their current stock and wages and some may wish to save. The supply of corn for lending is thus
given by the stock in granaries in excess of the amount required for consumption out of wages (farmers themselves having the choice between investing and lending) and the demand 5 September 2012 page 7 M G Hayes for loans of corn is driven by farmers seeking to invest and people in general wishing to consume between now and the next harvest an amount in excess of their wages and current holding.
Assuming that the planting of seed corn faces diminishing returns, competition will drive the corn rate of interest to the level at which the investment demand equals the amount of the corn stock that people are willing not to consume but lend. Even if consumption decisions are insensitive to the interest rate, investment can adjust in line with the marginal productivity of capital (planted corn). Thus the interest rate is determined by the balance between productivity and thrift and an increase in thrift will reduce the interest rate. Note that there is nothing here to stop the corn interest rate becoming negative. Since corn is costly to store, through losses by disease, infestation or theft, the loanable funds market may clear at an interest rate below zero, such that farmers are paid by savers to invest so that savers may defer consumption.
The mistake in loanable funds theory is to think that nothing changes when output is heterogeneous, so that money can be treated as another commodity like corn. To treat the market economy as a corn economy is not an abstraction but a fiction, or at best a description only of very limited and particular historical circumstances of no relevance today. We have already noted that the payment of wages in money means that production and income are determined by effective demand and not by the availability of labour and other factors of production at a given real wage. Thus saving does not come into being (placed in the equivalent of granaries) and then seek an outlet in investment, as in the corn model; rather investment and saving are determined simultaneously.
5 September 2012 page 8 M G Hayes An additional source of the confusion in economic thinking has been the near universal adoption of the concept of an income-expenditure rather than the investment-saving identity.
Income and expenditure are equal only if the consumption of goods in production or the adding of goods to inventories are treated as a form of expenditure, even when no sale takes place. However, this redefinition of terms is not harmless. The notion of the incomeexpenditure identity leads people to draw diagrams of a circular flow with goods and services going one way and flows of money the other way. Income is thereby confused with money flows, and money with saving, opening the door to the idea that saving and money balances can be combined as loanable funds and tacitly reintroducing a corn theory of interest.
Income arises from the fulfilment of an agreement to deliver newly produced goods or services for a price expressed in terms of the money of account, thereby creating a money debt. The debt may be discharged on delivery, after a period of credit or even before delivery (in effect, where a deposit is paid), yet either way the creation of income and saving is independent of the payment of money. All that is required is a contract price expressed in terms of the money of account and the debt can be discharged by any number of monetary media which bear a fixed relation to the money of account. Once the contracts have been made, there is no means by which a change in the terms on which money is available to settle debts can alter the balance between saving and investment. Those terms enter at a logically anterior stage, into the decisions to make contracts for the delivery of consumption and investment goods.
Investment does not require saving, but finance i.e. holdings or loans of money, the creation of which does not involve production. Indeed, as Ingham emphasises, the creation of money by the banking system is an intrinsic part of the dynamic of capitalism. There can be no M G Hayes disequilibrium between saving and investment (even in an open economy, given the appropriate definition of terms) and the source of money interest must be found elsewhere.
Ingham and Keynes on the nature of money and interest
At 
Liquidity and abstract value
Having escaped the shackles of loanable funds thinking, Keynes presents a theory of interest as the price of overcoming liquidity preference, the propensity to hoard money. The rejection of Keynes's theory and consequent persistence of loanable funds thinking in modern macroeconomics owes much to the difficulty of chapter 17 and of the meaning and significance of liquidity in Keynes's thought, about which even post-Keynesians do not agree. Kaldor (1939, p. 4, n 5) In [a non-monetary] economy capital equipments will differ from one another (a) in the variety of the consumables in the production of which they are capable of assisting, (b) in the stability of value of their output (in the sense in which the value of bread is more stable through time than the value of fashionable novelties), and (c) in the rapidity with which the wealth embodied in them can become 'liquid', in the sense of producing output, the proceeds of which can be re-embodied if desired in quite a different form. (G.T. p.
240)
Liquidity is firstly a function of the degree to which a capital asset can be used in the production of different consumables, so that a change in the expectation of its yield based on production in one line can be met by switching to another line. The prospective yield on the second line is lower than originally expected from the first, but higher than now expected from the first after the change in the state of expectation, reducing the impact of the change on the value of the asset. Keynes then refers to the importance of the stability of the value of the consumables produced. Stability in this context means independence from changes in the state of long-term expectation (e.g. he does not consider bread to be a fashion item). The third element of his definition is the 'turnover period', the period over which the asset can be converted through production into consumable output. The shorter the period, the less likely 5 September 2012 page 12 M G Hayes is it that a change in the state of expectation will arise during the life of the asset. Clearly
Keynes is here thinking in aggregate terms: although an individual investor can always exchange an asset for money, its convertibility for the community as a whole depends on its conversion into consumption goods through production and not just exchange.
The case of a non-monetary economy illustrates that liquidity means lasting, immediate command over an indefinite basket of consumption goods and services, which is as close as an economist can get to the concept of abstract value. As for the curious example of liquid land, we can note that in an agricultural economy land is the primary capital asset and source of output, both directly and through feeding and equipping the artisans and servants who produce the consumption goods and amenities enjoyed by the wealthy. Thus the ownership of land represents a secure autarkic claim on a stream of consumption, the value of which is determined by technical and natural relationships that are robust in the face of a weak state and undeveloped monetary system. Land represents the ultimate safe asset in such a society.
Nevertheless the purpose of this mainly hypothetical discussion of the non-monetary economy is to articulate the meaning of the liquidity provided, in modern society, by money. Thus Ingham joins Keynes among the ranks of deep thinkers who delve down to the very roots of social science and insist that, without sound intellectual foundations, public policy will continue to be driven simply by the balance of power between rival interests. Or worse, theory itself is suborned and becomes merely a rhetorical tool in the political struggle.
Liquidity preference and the conventional rate of interest

